Senate

The Committee on Commerce reported through SEN.
LEBEAU of the 3rd Dist., Chairperson of the Committee on the
part of the Senate, that the bill ought to pass.

General Assembly File No. 444
February Session, 2008 Senate Bill No. 391
Senate, April 4, 2008

AN ACT CONCERNING THE INSURANCE REINVESTMENT ACT.

Be it enacted by the Senate and House of Representatives in General
Assembly convened:

N

O 0 N O

10
11
12

Section 1. Subsection (a) of section 38a-88a of the general statutes is
repealed and the following is substituted in lieu thereof (Effective
October 1, 2008):

(a) As used in this section:

(1) "Facility" means an insurance business facility;

(2) "Insurance business" means a business with a North American
Industry Classification System code of 524113 to 524298, inclusive, that

is engaged in the business of insuring risks or of providing services

necessary to the business of insuring risks;

(3) "New job" means a job that did not exist in the business of a
subject insurance business in this state prior to the subject insurance

business's application to the commissioner for an eligibility certificate
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under this section for a new facility and that is filled by a new
employee, but does not include a job created when an employee is
shifted from an existing location of the subject insurance business in

this state to a new facility;

(4) "New employee" means a person hired by a subject insurance
business to fill a position for a new job or a person shifted from an
existing location of the subject insurance business outside this state to a
new facility in this state, provided (A) in no case shall the total number
of new employees allowed for purposes of this credit exceed the total
increase in the taxpayer's employment in this state, which increase
shall be the difference between (i) the number of employees employed
by the subject insurance business in this state at the time of application
for an eligibility certificate to the commissioner plus the number of
new employees who would be eligible for inclusion under the credit
allowed under this section without regard to this calculation, and (ii)
the highest number of employees employed by the subject insurance
business in this state in the year preceding the subject insurance
business's application for an eligibility certificate to the commissioner
and (B) a person shall be deemed to be a "new employee" only if such
person's duties in connection with the operation of the facility are on a

regular, full-time, or equivalent thereof, and permanent basis;

(5) "New facility" means a facility which (A) is acquired by, leased
to, or constructed by, a subject insurance business on or after the date
of the subject insurance business's application to the commissioner for
an eligibility certificate under this section, unless, upon application of
the subject insurance business and upon good and sufficient cause
shown, the commissioner waives the requirement that such activity
take place after the application, and (B) was not in service or use
during the one-year period immediately prior to the date of the subject
insurance business's application to said commissioner for an eligibility
certificate under this section, unless upon application of the subject
insurance business and upon good and sufficient cause shown, the

commissioner consents to waiving the one-year period;
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(6) "Related person" means (A) a corporation, limited liability
company, partnership, association or trust controlled by the taxpayer
or subject insurance business, as the case may be, (B) an individual,
corporation, limited liability company, partnership, association or trust
that is in control of the taxpayer or subject insurance business, as the
case may be, (C) a corporation, limited liability company, partnership,
association or trust controlled by an individual, corporation, limited
liability company, partnership, association or trust that is in control of
the taxpayer or subject insurance business, as the case may be, or (D) a
member of the same controlled group as the taxpayer or subject
insurance business, as the case may be. For purposes of this section,
"control", with respect to a corporation, means ownership, directly or
indirectly, of stock possessing fifty per cent or more of the total
combined voting power of all classes of the stock of such corporation
entitled to vote. "Control", with respect to a trust, means ownership,
directly or indirectly, of fifty per cent or more of the beneficial interest
in the principal or income of such trust. The ownership of stock in a
corporation, of a capital or profits interest in a partnership or
association or of a beneficial interest in a trust shall be determined in
accordance with the rules for constructive ownership of stock
provided in Section 267(c) of the Internal Revenue Code of 1986, or any
subsequent corresponding internal revenue code of the United States,
as from time to time amended, other than paragraph (3) of such

section;

(7) "Moneys of the taxpayer" means all amounts invested in a fund,
directly or indirectly, on behalf of a taxpayer, including but not limited
to (A) direct investments made by the taxpayer, and (B) loans made to
the fund for the benefit of the taxpayer which loans are guaranteed by
the taxpayer, provided no amounts represented by any such loan shall
be used for the purpose of obtaining any tax credit by any person

making such loan against any tax levied by this state;

(8) "Income year" means (A) with respect to corporations subject to
taxation under chapter 208, the income year as determined under said

chapter, (B) with respect to insurance companies, hospital and medical
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services corporations subject to taxation under chapter 207, the income
year as determined under said chapter, and (C) with respect to
taxpayers subject to taxation under chapter 229, the taxable year

determined under said chapter;

(9) "Taxpayer" means any person as defined in section 12-1, whether

or not subject to any taxes levied by this state; and

(10) "Commissioner" means the Commissioner of Economic and

Community Development.

This act shall take effect as follows and shall amend the following
sections:

Section1 | October 1, 2008 | 38a-88a(a)

CE Joint Favorable
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The following fiscal impact statement and bill analysis are prepared for the benefit of members of the
General Assembly, solely for the purpose of information, summarization, and explanation, and do not

represent the intent of the General Assembly or either chamber thereof for any purpose:

—
OFA Fiscal Note

State Impact:
Agency Affected Fund-Effect Future Fiscal Years
Department of Revenue Services GF - Prevents See Below
Revenue Loss

Note: GF=General Fund
Municipal Impact: None

Explanation

The bill narrows the definition of insurance businesses for purposes
of the Insurance Reinvestment tax credit program to only businesses
classified as insurance carriers, agencies, brokers, or adjustors. This
may prevent revenue loss if this narrowing of the definition results in
fewer tax credit program applicable investments. The bill will not

result in a fiscal impact to the Department of Insurance.

Currently, $187 million has been invested under the Insurance
Reinvestment Program and is eligible for tax credits. As of calendar
year 2006 (the last year for which data is available) approximately
$37.7 million in credits have been claimed, leaving $149.3 million in
credits taken in subsequent years. There is also a pool of $601 million
in funds that is available for investment under the Program, but it has

not yet been invested.

The Out Years

The bill may prevent a revenue loss for future fiscal years if this

change results in fewer investments.
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OLR Bill Analysis
SB 391

AN ACT CONCERNING THE INSURANCE REINVESTMENT ACT.

SUMMARY:

This bill redefines “insurance business,” for purposes of the
Insurance Reinvestment Fund, by limiting it to insurance and other
businesses providing insurance-related services with a North
American Industry Classification code of 524113 through 524298. This
includes (1) insurance and reinsurance carriers; (2) insurance agencies
and brokerages; and (3) other insurance-related activities, including (a)
claims adjusting, (b) third-party administration, and (c) advisory and
rate-making services. By doing so, the bill limits the types of

businesses eligible for the Insurance Reinvestment Fund program.
EFFECTIVE DATE: October 1, 2008

BACKGROUND
Insurance Reinvestment Fund

PA 94-214 created the Insurance Reinvestment Act as a way to
leverage private investment in insurance and other businesses
providing insurance-related services. It does this by authorizing
premium, corporate, and personal income tax credits for people and
businesses that invest in these businesses through state-registered fund
managers. Businesses receiving the investments must occupy facilities
and create new jobs. Investors may claim a portion of the tax credits

over a 10-year period according to a statutory schedule.

COMMITTEE ACTION

Commerce Committee

Joint Favorable
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Yea 22 Nay 0  (03/18/2008)
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